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Mr. Speaker, Mr. President, Mr. Pro Tem, distinguished members of the Legislature,
Mr. Chief Justice and distinguished members of the Judiciary, fellow Constitutional Officers,

and my fellow Idahoans.

It’s great to be back!

And it's wonderful to stand here today before so many dear friends — so many people |
respect, admire and love.

A lot of water has passed under the bridge since | last appeared in this chamber in any
official capacity. Much has changed ... for all of us.

Mr. Pro Tem ... (Nod to Geddes) ... Being back here in the Capitol brings back many
pleasant memories of my time presiding over the Senate with your great leadership.
Welcome back to Boise.

| also look forward to working with our new Speaker ... (Nod to Denney) ... Thank you
for sharing your chamber with me today Mr. Speaker.

| also want to offer a special greeting to all my fellow freshmen with us here today. Like
you, I'm still learning this job, folks. I'll do everything | can to make sure your time here

goes smoothly, and | hope you’ll do the same for me!



Here at the Statehouse and beyond, we all have been ably led during the past seven
months by our 31% governor, who once again now is our lieutenant governor. (Nod to
Risch).

Mr. Lieutenant Governor, thank you for the outstanding service that you and Vicki have
provided for the people of Idaho, and for your commitment to our great state. You have set
the bar high as Idaho’s chief executive, and | look forward to working together to continue
that record of success.

(PAUSE)

Most importantly for me personally, Idaho has a great new First Lady. (Nod to Lori)

| have found a true partner in Lori. She shares my excitement and enthusiasm for this
new chapter in our lives.

| want to thank the members of my transition team. They did an outstanding job of
reviewing the status and needs of state government and recommending both personnel and
program choices for my consideration. They have done the people of Idaho a tremendous
service.

My former colleagues in Idaho’s congressional delegation also deserve our thanks.
We are richly blessed by their representation. | will miss our camaraderie and our day-to-day
work together, but I look forward to our new relationship and to applying what | learned at
their side in Congress to new challenges here at home.

| am deeply honored and humbled to stand before you today as Idaho’s 32" governor.
| also congratulate those of you who recently were elected or re-elected, on both sides of the
aisle. Senator Stennett and Representative Jaquet (JAY’-kwet), | am eager to focus on
our common goals and aspirations for the people of Idaho.

Certainly one of the lessons | learned in Congress is that partisan bickering gets us

nowhere, so | look forward to a positive and constructive relationship with the minority party.



The citizens have entrusted us all with the responsibility of representing their interests
to the best of our abilities. | am here today to discuss where Idaho stands, and how we can
help to shape Idaho’s future.

2006 was a banner year for Idaho’s economy. Our three-point-three-percent
unemployment rate was the lowest in history. Almost three-quarters of a million Idahoans
were working last month — 23,000 more than a year earlier. Our exports approached a record
$4 billion last year, and only three states are creating jobs faster than Idaho.

In fact, I'm pleased to announce today that Hawaii-based Hoku Scientific has
agreed to open a plant in Pocatello for manufacturing solar modules and polysilicon
for the solar energy and integrated circuit markets. The company is investing $250
million and will create over 200 jobs with a payroll of more than $10 million a year.

That's just the latest good news in what's become an enviable record for Idaho.
Maintaining it will require that we continue living within our means and that we remember it is
the people — not the government — who deserve credit for whatever success we attain.

Our job is to create a political and economic climate that enables people to
succeed.

To that end, my administration will be based on firm principles, driven by sound
data, and committed to customer service.

Today | am going to outline my plans for a state government that will continue
delivering essential services, while being more user friendly and consumer focused.

During my terms as a member of Congress, | was consistently frustrated with our
federal government’s inability to operate with a balanced budget. As your governor, | now
have the opportunity — in fact, the constitutional mandate — to submit a balanced budget.

Today | do that with great pleasure.



Our revenue situation this past year has been robust. We have enough general fund
revenue to meet all our budget obligations, and have accumulated a significant surplus. |
commend the Legislature and the lieutenant governor for your foresight in applying
most of the ongoing surplus to permanent property tax relief.

When faced with the option of using taxpayer dollars to permanently expand state
government or enacting tax relief for our citizens, you made the wise choice.

For fiscal 2008, we will have enough revenue to maintain current operations —an
estimated $2.7 billion. Chairmen Cameron and Bell, | am recommending that we
neither significantly expand existing programs nor add any major new initiatives would
require a continuing revenue flow.

Idahoans have made it abundantly clear that raising taxes is not an option. That's no
surprise to most of you. Those who doubt it need only look at the results of last year’s
election.

There is no doubt that Idahoans want leaner, more efficient and effective state

government. That’s reflected in my recommendation for a modest 3.1-percent increase
in our base operating budget.

We have great public employees. But we're not yet providing the kind of competitive
salaries needed to keep our most skilled public servants, or to attract the most qualified
people to fill the vacancies when they leave. For too long we’ve shorted them on pay and
then padded their benefits.

To beqgin changing that, it’'s my recommendation that we fully fund a 5-percent

merit-based increase in employee compensation. This is an important step toward

making our state salaries more competitive. We need a more market-driven compensation
package for our state employees, and | look forward to working with Chairmen Schaefer and

Andreason to get it done.



We do have a substantial amount of one-time revenue that will be available in fiscal
2008.

While it's tempting to use this money for permanent operations of state government, |
urge you to be cautious in committing to ongoing expenditures. In recent months we’ve seen
revenues coming in above projected levels. But our economic growth may begin cooling to a
more sustainable level. So we must avoid putting ourselves in a situation that forces possible
budget holdbacks later on.

Once again, | commend you for providing permanent property tax relief last year. But
we must not rest on our laurels. | encourage you to continue looking for other opportunities to
ease the burden on Idaho taxpayers, including the issue of personal property tax.

And there is one piece of tax relief that must be addressed here and now — the
tax we pay on the purchase of groceries.

| have carefully considered eliminating the sales tax on groceries. There clearly is a
need to reduce the tax burden on lower-income individuals and families who must spend a
disproportionate amount of their income on food. Simply eliminating the tax is an attractive
idea, but the eventual $180 million budget impact would be tough to absorb.

That's the equivalent of the combined general fund appropriations for the departments
of Agriculture, Commerce and Labor, Environmental Quality, Lands, Parks and Recreation,
Water Resources, Vocational Rehabilitation, Administration, Revenue and Taxation, all of the
constitutional officers and the legislative and judicial branches.

| will not impose that burden on future state budgets.

However, | will be submitting legislation to increase the grocery tax credit for

lower-income Idahoans to as much as $90 per person. It will be my pleasure to work

closely with Chairmen Hill and Lake to accomplish that goal, and to advance other tax

legislation.



The highest priority of our state budget always has been and continues to be
education. Along with public safety, it is among the truly proper roles of our state
government.

That's why I'm focusing what limited ongoing revenue is available on the highest
priorities for both public schools and higher education.

Our talented new State Superintendent of Public Instruction, Tom Luna, shares
my commitment to providing a public school system focused on the needs of students
and responsive to the concerns of their parents.

Tom understands we must provide greater focus on ensuring our students have the
math and science skills they need to compete in the global marketplace. He has some great
ideas, and | know Chairmen Goedde and Nonini are ready to aggressively push ahead

as well. So I'm recommending a general fund appropriation of more than $1.36 billion

to advance our educational goals and meet all the statutory requirements for public

education.

With that level of funding, Tom is prepared to cover the cost of a safe school
study, while providing more than $5 million for classroom supplies and almost $10
million for textbooks.

For our colleges and universities, | am recommending a general fund

appropriation of more than $275.6 million. That includes $12.9 million to help make

salaries more competitive.

Speaking of our universities — HOW ABOUT THOSE BRONCOS!!
Congratulations to President Kustra, Coach Petersen and everyone involved at Boise

State for their great victory in the Fiesta Bowl.



Now the whole country knows what Idahoans have known all along: The kind of pride,
determination and competitive spirit the Broncos showed against Oklahoma last week is what
makes our state motto ring so true.

Around here, Esto Perpetua is more than a slogan; it's a way of life.

Before | go any further, | want to recognize the work, achievements and contribution of
an Idahoan who made a great difference in the life and culture of our state while earning a
national reputation for his leadership.

Dan Harpole was executive director of the Idaho Commission on the Arts. Tragically,
cancer claimed Dan’s life on December 29™. Idaho lost a tremendous advocate for the arts,
and a man who turned the Idaho commission into a national model of a state arts agency.

Dan recently was awarded the Chairman’s Medal from the National Endowment for the
Arts in recognition of his — and | quote — “nationwide service as an outstanding public leader,
an inspiring public spokesman, and a tireless and devoted public servant.”

| speak for all Idahoans in expressing sorrow at his passing, and deep sympathy and
condolences to his family members. With us today are Dan’s children, Hunter and Fiona, and
their mother Kerri. ... (Look to the gallery) ... Thank you.

As the arts benefit the human spirit, there are few programs that state government
supports with greater potential for benefiting Idaho’'s economy than higher education.
Educating our citizens, meeting the needs of business for trained employees, and supporting
Idaho industry and our society at large through research are only a few of the ways that our
colleges and universities benefit the state.

It's an important investment in our future, so I'm recommending that higher education
be among our top priorities for using the one-time money available in fiscal 2008.

Idaho has an impressive high school graduation rate, but the percentage of Idaho high

school graduates who go on to college is among the nation’s lowest. One good way to help



is by providing scholarships for those students who can least afford to go to college. So | am
recommending that $38 million be used to create a needs-based scholarship
endowment for Idaho students.

The earnings from this endowment will provide at least $2 million per year for needs-
based scholarships.

Another way of increasing access to higher education is expanding community
college opportunities.

The Legislature, the State Board of Education and business leaders throughout Idaho
have been studying how best to meet the pressing needs of our people and our economy.

| agree with them that first and foremost we must maintain local control over our
community colleges. | also agree that we already have the legal framework in place to create
additional community college districts with the support of local voters.

In addition, | support providing the option of lowering the voter approval
requirement for establishing community college districts from two-thirds to 60 percent
— IF the vote is held in conjunction with general elections. If they choose some other
date for the election, the two-thirds requirement should remain in place.

As a carrot, | am recommending $5 million in ongoing state support for
establishing a new community college district.

That’s the same level of state support now going to each of our existing community
colleges. And if more than one new district is created during the next year, I'll support a
supplemental appropriation in the 2008 legislative session providing the same level of
support for those additional districts.

There also has been considerable discussion about how to best deal with the shortage

of trained nurses. Lieutenant Governor Risch had the right idea. But rather than bonding for



them, my recommendation is to provide $37 million for new buildings to house nursing
education at Lewis-Clark State College and the College of Southern Idaho.

Friends, Idaho families work hard to avoid running up credit card debt. We must do the
same. If we have the money, let’s pay for our responsibilities as we go rather than financing
them into the future.

Another way in which higher education helps stimulate our economy is through
research. | am recommending a one-time increase of $15 million for the Higher

Education Research Council for research projects that facilitate economic
development. That includes research being conducted by our three universities at the
Center for Advanced Energy Studies, a joint venture between the universities and the Idaho
National Laboratory.

Finally, Idaho’s dairy industry has experienced amazing growth. The value of Idaho
dairy exports has more than doubled in the past three years alone. However, our primary
education and research programs benefiting the dairy industry are in Moscow, while the heart
of the industry is in the Magic Valley.

That's why I'm recommending $10.9 million to help support a collaborative effort
between the dairy industry and the University of Idaho, along with other state and
federal agencies, to establish a dairy and animal research and education facility in the
Magic Valley.

That lab complex will substantially improve Idaho’s ability to research and manage the
health of all Idaho livestock and wildlife that hasn’t already been killed by our exploding wolf
population, while consolidating programs for greater efficiency.

One of the qualities drawing the dairy industry and other businesses to Idaho is our
water. Our river systems and aquifers are the lifeblood of our economy. Managing them

wisely is the key to our future success. We are fortunate to have the able and seasoned



leadership of Chairmen Stevenson and Schroeder in advancing that commitment to
progressive management.

Soon the Idaho Supreme Court will rule on our water management practices and
priorities. When it does, | urge you to join me in acting quickly and decisively to enact the
necessary changes to our state rules and laws to ensure Idaho’s water is preserved,
protected and put to work appropriately for the beneficial uses of our people.

As if legal issues weren’'t enough of a threat to our water, we continue to face the
plague of noxious weeds infesting our waterways and over 8 million acres of our land mass.
The annual cost of that infestation is about $300 million, and right now we’re only able to treat
about 130,000 acres a year. That is simply unacceptable.

So my recommendation is for $6 million to fight noxious weeds, plus $4 million
to continue battling the choking effects of Eurasian water milfoil.

Preserving our natural resources is imperative. But nothing is more important than
providing for the safety of our citizens. The need to get violent offenders off our streets is
particularly important. That’s why I'm calling for a shift in existing resources to fund the
242 new beds recently added at the state prison complex south of Boise.

| recognize that still more space is needed, but | also am concerned about the high
cost of building new prisons. As we explore more cost-effective means of housing inmates, |
am recommending funding for a new so-called “sprung” structure to expand our prison
capacity.

Structures made of stressed membrane over an aluminum framework are relatively
inexpensive and have a long life. I'm hopeful they may help meet our need for additional

prison space at a substantially lower cost than traditional facilities.
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In addition, | will ask Chairmen Darrington and Clark to join me in exploring other
innovative ways to address prison crowding —including the Pro Tem’s idea for hot-
bunking.

The biggest contributing factor to our growing prison population is drug and alcohol
abuse. Therefore, | am recommending $865,000 in one-time funding to help create a
sobering and detoxification center to serve the state’s largest population center, the
Treasure Valley. This funding is a matching contribution for a coordinated effort by cities,
counties, hospitals and the United Way of Treasure Valley.

While I'm on the topic, let me take this opportunity to recognize the great work that Jim
Tibbs has done over the past seven months to catalog and coordinate our state’s drug abuse
programs. (LOOK TO JIM IN THE GALLERY). Thank you, Jim.

Jim’s leadership has been invaluable. The City of Boise is fortunate that he’s decided
to focus his considerable energies to an even greater extent on his role as a member of the
City Council.

But our commitment to protecting Idahoans from the scourge of methamphetamines
and other drugs will not end with Jim’s departure. Debbie Field has agreed to bring her
experience and talents to bear on the problem. She dealt directly with all the folks responsible
for our drug-control policies as chairman of House Judiciary Committee. Along with her
obvious skill in shaping public opinion and turning it into action as a campaign managetr,
Debbie is the ideal person to spearhead the “Not Even Once” effort that | have
discussed throughout the state.

Our one-time budget surplus also gives us the chance to finally deal with the need for
better communication and coordination between law enforcement agencies throughout Idaho.
The problem is aggravated by geographical challenges and lack of equipment compatibility.

The solution is costly, with an initial price tag of $40 million. But the potential public
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benefits make it a wise investment for taxpayers. We all have learned the lessons of 9/11.
We will never forget those lessons, but the time is long overdue for us to apply them.

One of those lessons was the pressing need to secure our national borders. While
members of our congressional delegation are working hard to get that done, we must take
the initiative here at home to ensure Idaho does not become a haven for those who enter our
country illegally. That’s why | support Senator John McGee’s proposal to require every
adult to prove they are valid U.S. residents before collecting taxpayer-funded benefits.
His legislation provides reasonable humanitarian exceptions, and it will send a clear message
that Idaho will not harbor those who shoplift citizenship.

| want to take just a moment now to recognize the courage, sacrifice and devotion to
duty recently exhibited by a member of our Idaho State Police. Trooper Chris Glenn was
shot in the neck last month after pulling over an armed-robbery suspect south of Twin Falls.
His injury left him paralyzed from the chest down.

Trooper Glenn has the deep gratitude of all Idahoans for his heroism and commitment
to protecting us. He also has our best wishes for his recovery. And his family members have
our pledge to stand by them and all those who go into harm’s way on our behalf. With us
today are Trooper Glenn’s wife Alisha (uh-LEE’-shuh), his father Wade, and his brother
David. Thank you for being here. (Look to the gallery to acknowledge them).

While valiant public servants like Trooper Glenn protect us here at home, other
Idahoans continue to serve across the world in defense of freedom. Three of our fellow
Idahoans were lost to combat in Iraq during the past year. Please join me in honoring the
sacrifice of Army Corporal James Lee Douglas Bridges of Buhl, Sergeant Jeremy Edward
King of Meridian, and Private First Class Jacob Hamilton Allcott of Caldwell.

And let us extend our deep gratitude to the families of those Idahoans who gave their

last full measure fighting terrorism and tyranny half a world away.
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Here at home, an issue critical to public safety is improving our state highway system.
| recommend continuing the GARVEE program by issuing bonds totaling $264 million.
These bonds will be paid off with the continuing appropriation of federal highway funds that
are allocated to the state.

However, | am making no recommendation on which routes should be included in the
GARVEE program. And | strongly urge you not to identify the transportation priorities, either.
That is a job for professionals — not politicians. Given the enormous needs and our scarce
resources, we can hardly afford our own “bridges to nowhere.”

You also will see legislation to address the Transportation Department’s revenue
needs. However, | do NOT recommend acting on those needs until the department has
shown that it is operating efficiently, using the best practices available today, and actively
engaging industry in its efforts.

While protecting lives is a primary role of state government, we also have a
responsibility to protect the quality of life we live here in Idaho. Thanks to the Risch
administration, a milestone in that regard was reached with the Nature Conservancy’s recent
gift to Idaho of the Ritter Island park property at Thousand Springs.

The property and accompanying $1 million operating endowment is one of the finest
gifts that the state has ever received. To complete the acquisition of the Ritter property, |
am recommending the appropriation of $225,000 to purchase the remaining 70 acres
and preserve this natural legacy for generations to come.

As | said before, my administration will be customer-driven. Making government more
efficient and user friendly is a theme you will hear again and again during my time as

governor.
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We are more than a collection of agencies with separate missions. We are one state
government with a single goal — providing the best service for our citizens at the lowest cost
to taxpayers.

To that end, | am proposing significantly reprioritizing and restructuring of state
government.

That means reining in our spending on travel. Nothing will ever replace doing business
face to face, and | like seeing the folks I'm dealing with as much as the next person. But in an
age of high-tech communications we can't justify spending taxpayer dollars on costly out-of-
state trips that do little for the people we serve.

Changes also must include thoroughly reforming our state purchasing practices. Our
processes today are too costly, too bureaucratic, and exclusionary to the point of stifling
valuable competition.

The Department of Commerce and Labor is another great example of where
reorganizing can help improve our ability to meet customer needs. On the surface,
combining Commerce and Labor seemed to make sense. They both work in areas relating to
business and jobs. But there also are significant differences in what they do.

Director Roger Madsen has done a great job of leading the Department of Labor and
then the combined agencies. Roger is one of many people with whom I've discussed this
organizational structure, and support is overwhelming for once again separating the
departments.

Roger will continue leading the Department of Labor, and | will recruit a director for the
Department of Commerce who will be second to none.

There are few things of greater importance to this state than maintaining a strong and

vibrant economy. The Department of Commerce and the person who leads it will help ensure
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individuals, families and communities throughout Idaho benefit from our continuing economic
growth and diversity.

During the coming weeks | look forward to working with all of you on making these
recommendations a reality. | want each of you to know that my door is always open, and | am
eager for your insight and perspectives.

My colleagues, friends and fellow Idahoans, in the short time since the election | have
tried to make the best decisions and offer the best recommendations possible. But God
knows, I'm a long way from perfect. So I'm asking for your patience, your forbearance and
your help in improving on what I've presented to you here today.

That being said, I'm proud to proclaim that our great State of Idaho stands on a
firm foundation, offering the means and the opportunity for everyone to meet their own
best potential, and braced with optimism for the continuing challenges of growth and
change.

Please join in me in working to make Idaho even better. Together, we can prepare
Idaho to become what America was meant to be.

Thank you.
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